In many industries, the contemporary context of acute environmental dislocation shows the limits of traditional organizational recipes. In direct response to environmental challenges, companies are experimenting with new organizational solutions.
While flexibility, or the capacity to redefine organizational form to follow changing purposes, is undeniably a common trend, these experiments otherwise differ greatly. Diversity is such, in fact, that it is difficult to clearly identify and define a unique organizational paradigm for the future.
To explore the connection between environmental dislocation and organizational transformations, we adopt a historical and comparative perspective. Our empirical base of evidence is the luxury fashion industry in three countries, France, Italy, and the United States. For many years, this industry was defined by stable environmental conditions, and a craft model of organization remained dominant. We show that, over a more recent period, increasing environmental turbulence has brought about a redefinition of the rules of the game. A common response has been for organizations to move towards greater flexibility or modularity and to experiment with network forms. However, we also show that the paths or trajectories leading to organizational flexibility have varied significantly across countries, reflecting historical legacies and institutional constraints. We identify in fact three different network forms in that industry, which represent national ideal types-the "umbrella holding" company in France, the "flexible embedded network" in Italy, and the "virtual organization" in the United States.
We argue that the process of change in the luxury fashion industry has been one of coevolution, where environmental transformation and organizational change have fed upon each other through time. Pioneer firms in the luxury fashion industry originally devised organizational solutions within the bounds set by nationally defined constraints and opportunities. Becoming institutionalized, these early solutions in turn shaped the ORGANIZATION SCIENCE, C) 1999 INFORMS Vol. 10, No. 5, September-October 1999, pp. 622-637 environment for individual organizations and organizational populations, creating new sets of opportunities and constraints.
In a path-dependent manner, different models of organization and national competitiveness thus emerged.
In conclusion, we are brought to question the likelihood of full and stable convergence towards a unique organizational form or paradigm. There appears to be, in each national context, a process of construction of new organizational solutions that starts from local foundations. Embedded as they are in powerful historical and institutional legacies, organizational differences are there to stay, we believe, beyond the period of transition and acute environmental dislocation.
(Fashion Industry; New Organization Forms; Coevolution; Historical Perspective)
Introduction
Globalization, acute competition, the information technology revolution, and increasing customer sophistication are radically redefining environmental conditions. In many industries, these environmental challenges are showing the limits of traditional organizational recipes.
Insisting on a necessary fit between organizational solutions and environments, organization theorists argue that periods of severe environmental dislocation call for flexible organizational solutions that can adapt to changing purposes , Lewin and Stephens 1993 , Brown and Eisenhardt 1998 , Volberda 1998 boundaries. We identify, in fact, three national patterns or "ideal types," each one corresponding to one of our national cases.
We thus find strong support for a coevolution perspective where environmental transformation and organizational change interplay through time, feeding upon each
other (Koza and Lewin 1998; Lewin et al., this issue; Koza and Lewin, this issue) . Through our historical and comparative approach, we contribute to discussions about the mechanisms of coevolution. In each of the three countries examined, we point to a path-dependent and historically constructed process of interaction between-or coevolution of-organization forms, global environmental trends, and national institutional legacies. Using our findings to speculate further, we also take up the issue of the possible consequences of the coevolution process. We thus touch upon a key dimension of the debate on new organization forms-that of the ultimate congruence or convergence of forms. We believe that, in the luxury fashion industry, the current period of acute environmental turbulence is in fact a period of transition, characterized by search, exploration, and multiple but temporary solutions (Lewin et al., this issue) . A matter open for discussion is whether, after this period of transition, the organizational landscape will end up converging upon a unique, widely legitimated, and institutionalized organizational paradigm (Lewin et al., this issue) . Building upon our empirical results, we propose at the end of the paper our own view on the question.
Organization Forms and Environments
In relatively simple and stable preindustrial times, small and craftlike organization forms were dominant. The first and second industrial revolutions, at the beginning and end of the nineteenth century, created the conditions for mass production and economies of scale. The large size of many new companies then turned coordination and control into key organizational challenges. The solution that emerged was the standardization of organizational routines combined with a hierarchical and rigidly centralized form of control and reporting. This tightly coupled organizational solution, labeled here for short the bureaucratic paradigm, was gradually established throughout the first part of the twentieth century as a "one best way" that could be equally suited to all companies and situations (Taylor 1911 ).
Bringing the Environment Back In
In time, though, this illusion of a possible "one best way" ran against a stubbornly complex and multifarious em- While this idea has shaped organization theory to this day, the nature and direction of the fit and the mechanisms for change still very much remain a matter for debate.
On one side, some have argued that environmental characteristics essentially determine and shape organization forms. Contingency theorists (Woodward 1965, Lawrence and Lorsch 1967) , population ecologists (Hannan and Freeman 1984) , and more recently, organizational neoinstitutionalists (Powell and DiMaggio 1991, Scott et al. 1994 ) all propose variants of this argument. Others have put forward an entirely different claim. Strategic choice (Child 1972) and resource dependency theories (Pfeffer and Salancik 1978) , the cognitive (Weick 1969) , and the more recent postmodern argument (Clegg 1990 ) all have, in one way or another, defended the idea that organizations choose and shape, at least in part, their own environments.
A third framework is currently emerging that appears to bridge the above controversy. Adopting a longitudinal perspective, coevolution theorists argue that environmental transformation and organizational change interplay and feed upon each other through time (Koza and Lewin 1998; Lewin et al., this issue; and Koza and Lewin, this issue) . In periods of relative environmental stability, existing and dominant organization forms define organizational populations and shape in part environmental landscapes. In turn, environmental transformations tend to ORGANIZATION SCIENCEVol. 10, No. 5, September-October 1999 623 affect organizational populations and forns. In periods of relative stability, change takes place but only in an incremental way, in a manner analogous to species variation.
To use the seminal and by now classic fornulation of , organizations and populations "exploit" existing resources, dominant solutions, and institutionalized search routines. In times of significant environmental dislocation, on the other hand, individual organizations and organizational populations appear to be threatened.
This triggers "exploration," that is a radical search for entirely new kinds of solutions.
Organization Forms for the Future
There is little doubt that the end of the twentieth century is a period of significant environmental dislocation, at least as much as the end of the nineteenth century had been in its time. Many industries and companies are having to face increasingly turbulent, ambiguous, and hypercompetitive environmental conditions (Volberda 1996 (Volberda , 1998 Brown and Eisenhardt 1998) . In those conditions, the capacity to search for or "explore" appears necessary to ensure organizational survival. And such capacity requires flexible and organic organization forns (March 1991, Lewin and Stephens 1993) . Although they should not give up some of the clear advantages that coine together with standardization and exploitation, companies should be moving towards-or preserving-looser types of integrating mechanisms and more flexible organizational features (Volberda 1996 (Volberda , 1998 . They should find ways to promote cultural and political variety and still avoid inefficiencies, fragmentation, and political strife (Webb and Pettigrew, this issue) .
Design theory suggests a solution for handling this apparent contradiction-a redefinition of the organization as a "nearly decomposable system" (Simon 1996) . According to Simon, "the potential for rapid evolution exists in any complex system that consists of a set of stable subsystems, each operating nearly independently of the processes going on within other subsystems" (Simon 1996: p. 193 ). In such complex systems, each organizational part or module may be better adapted either for "exploitation" or for "exploration." Pioneering experiments by leading firms appear to point towards this kind of flexible combination of subsystems or modules, where a core competence corresponds to each module (Taylor 1991, Miles and Snow 1986) . Near decomposability, or modularity as it is commonly labeled, thus seems to be key to managing complexity in tomorrow's organizations. And network forms of organization, allowing modularity, are in fact emerging and thriving in many industries (Nohria and Eccles 1992; Koza and Lewin, this issue).
However, while there is widespread agreement among organizational practitioners and theorists alike that modularity can indeed make it possible for organizations to reconcile flexibility with cost efficiency, the "network form" is, as of now, more of a ragbag than a clear paradigm. Many different organizational experiments do fit under the label. It seems, in fact, that the road to the future is not straightforward but rather leads to multiple "migration paths" or trajectories of change. A coevolution perspective with a historical and comparative dimension can help account for this-each trajectory only makes sense, in fact, within a particular institutional context and in connection with specific historical legacies. We illustrate this below, using the case of the luxury fashion industry. The question remains whether these multiple forms, solutions, and trajectories may nevertheless end up converging or whether differences are there to stay, beyond the period of transition and acute environmental dislocation. We give our own view on the matter in the discussion at the end of the paper.
The Luxury Fashion Industry
Outlining the boundary of the luxury fashion industry is not an easy task. Although a number of apparently "objective" dimensions come to mind when trying to define luxury-such as, for example, price, intrinsic aesthetic value, quality, rarity-those dimensions are not, in themselves, fully satisfactory. They correspond to a traditional and somewhat outdated understanding of the luxury good, where value stemmed from the intrinsic features of a product (CERNA 1995 , Jellinek 1997 ).
The Luxury Fashion Industry-Definition
Our understanding of the luxury fashion industry has in fact significantly evolved, particularly over the last 20 years, at the same time that the boundaries of the industry were expanding. There is no such thing anymore as an objective and unanimous definition of aesthetic value.
Rather, there are a potentially infinite number of lifestyles, discourses, and definitions revealing a multiplicity of aesthetic worlds (CERNA 1995 , Djelic and Gutsatz 1998 , Ecole de Paris 1998 .
A key defining characteristic of luxury fashion companies, in this context, is that they do not deliver only products but diverse sets of representations as well. Luxury fashion companies are also brand names and brand names are "spaces for dreams" (Ecole de Paris 1998) where customers can satisfy not only their material but also their symbolic needs. Luxury fashion products are generally intended for use, but they are also associated with some intangible dimensions that pertain to the realm 624 ORGANIZATION SCIENCE/Vol. 10, No. 5, September-October 1999 MARIE-LAURE DJELIC AND ANTTI AINAMO Coevolution in the Fashion Industry of meanings or aesthetics and give these goods their marginal value (CERNA 1995 , Gutsatz 1996 . The definition proposed here reflects and reveals the fact that the borders between the luxury and the nonluxury segments of the industry may not today be as watertight as they were 30 or 40 years ago. For luxury brands, competition may in fact increasingly come from beyond the boundary of the luxury goods industry (Nueno and Quelch 1998) .
The worldwide luxury goods market now represents a total of $35 billion (U.S.) (Financial Times, 27 February 1998) . On that market, French companies have contributed a little less than 50% of total turnover in the mid- For the purposes of this paper, we considered only the fashion segment of the luxury goods industry, and we decided to focus more particularly on a few companies for each country. These particular companies were selected for their ideal typical nature and/or for their overall weight in the national or worldwide markets. The results presented in this paper reflect information obtained on this small sample of companies through interviews, press reviews, and the analysis of available written documents.
The data collection and the chosen methodology have had both a comparative and an historical dimension, allowing us to identify similarities but also differences across time and space (Chandler 1990 , Guillen 1994 , Djelic 1998 ).
We were able in this way to identify national patterns and to point to path-dependent and historically embedded trajectories in each country. At the same time, though, our methodological choices have constrained our ambitions.
And the most we can claim is that these national patterns are ideal types, to which exceptions may easily be found in each country. Table 1 The stringent nature of these rules in effect made it nearly impossible for foreign competitors to obtain the label haute couture and thus, at least until the 1960s, to gain the legitimacy that was required to impose themselves within the industry. Thanks in part to their first movers' advantage, French traditional players in the luxury fashion industry thus managed to define and control their own environment. For many years, they were able to institutionalize and enjoy a stable and predictable environment, creating around themselves a comfortable buffer zone. Behind these protective boundaries, French haute couture houses did set creative and fashion trends that had a worldwide impact. They also very much dictated technological and organizational solutions, institutionalizing them as key defining dimensions of the industry's identity (Grumbach 1993 , Dumas 1998 .
However, over the past 30 years, the predominance of French haute couture houses has come to be contested.
It has become increasingly difficult for these traditional fashion companies to ignore and fend off the pressure stemming from emerging environmental trends. These environmental trends, playing out at a global level, have created many new and significant challenges, to which traditional players in the luxury fashion industry have finally had to react.
Global Pressure from the Late 1960s
Many (Grumbach 1993 , Crane 1997 ). This privileged elite was furthermore fairly loyal, and clients tended to dress exclusively with one single house.
In the tradition pioneered by Charles Frederick Worth, a couturier or artistic designer typically owned each house. The image and success of each house was closely dependent upon the unique creative power of its designer, who was also often in charge of running the business.
This designer has traditionally been a "cult" figure, around whom everything seemed to revolve and upon whom everything seemed to depend. As artist and craftsman, he or she ensured that the process as a whole, from creation to manufacturing and distribution, would be fully integrated (Dumas 1998 ). This step-by-step monitoring, which amounted in fact to a quality control integrated Although easy and tempting, such a strategy undeniably entailed a number of risks. In the craft-based and tradition-grounded French luxury fashion industry, stable organizational solutions were more than a virtue. They were part and parcel of the product and of the brand image. Because it was bound to disrupt the integrated, inhouse process, any attempt to develop productive capacities, to exploit particular products or the brand name, could threaten the specificity of the products and the identity of the company. This has been the argument put for- Western European countries, particularly in France (Djelic 1998) . These industrial districts are made up of large numbers of small entities, whether craft workshops or small industrial firms (Brusco 1982 , Goodman and Bamford 1989 , Lazerson 1995 . Engaging in multilateral forms of cooperation, these entities have traditionally created dense networks backed by adequate institutional and political support, at the regional and national levels (Weiss 1988 ).
Embedded as they often were in these traditional in- by setting up and systematically using quality-control tools. The foundation of trust, though, stemming from a common institutional and cultural background, has by far been the most powerful coupling mechanism (Brusco 1982 , Granovetter 1985 , Powell 1990 , Lazerson 1995 . In this particular context, the role of what we call here an "organizational pilot" appears to be quite significant.
In companies like Ralph Lauren, Calvin Klein, or Donna Karan, the responsibility with respect to the overall coherence of the brand does indeed lie with such a pilot. He or she is at the same time the founder, the designer, and, maybe most importantly, the top manager. Naturally, the role of this organizational pilot is far from being a simple one. The recent difficulties Donna Karan has faced in her attempt to articulate the core of her company with its To sum up, we have documented in this paper that, in the luxury fashion industry, organizational flexibility or modularity has emerged as a common answer to global challenges and increasing environmental dislocation.
Probing further, however, we have been able to identify three different paths or trajectories leading to such organizational flexibility or modularity-the "umbrella holding," the "flexible embedded network," and the "virtual organization." In each case, we have traced the peculiarities of these paths or trajectories-constructed in the paper as national ideal types-to peculiar historical legacies and institutional constraints.
We have thus found strong support, in the case of the luxury fashion industry, for a coevolution perspective where environmental transformation and organizational change interplay through time, feeding upon each other (Lewin et al., in this issue) . By pointing to path-dependent and historically constructed processes of interaction be- Rather, we argue that differences are there to stay beyond the period of transition and acute environmental dislocation, embedded as they are in powerful historical and institutional legacies.
On the basis of this study, we believe that more research should be undertaken in at least two directions.
There is a need, firstly, to test the applicability of the three network forms or ideal types identified here in other contexts and in other industries. Another important issue seems to be the role of organizational pilots or managers.
While the coevolution perspective provides an interesting theory of organizational and institutional constraints, there is a need to cross-fertilize it with a theory of agency.
More work is undeniably needed, both empirical and theoretical, in that direction.
